I : [T | P

 CONFIDGHTIAL

" ; . 1 .
'WASHINGTON.: D,C.: 20308 = 7

ATIONAL FOREIGN ASSESSMENT CENTER

LR RS
o
| 3ganvary 1980
o Lo ! '
O T [ eI F S I S R
il'*';, MEMORANDUM FOR: -~ Mr. Jim Carnes ?
G b op ol ONSDISA/D/IEA

.. il pepartment of Defense’

supJECT !

i
i 1

S AR ; e

: - Western Lending to the USSR
I i : o

-/ 1. Attached are current estimates of officially-
supported credits extended by VWestern governments to
the, USSR. Drawn commitments refer to credits already
used by the Soviets to finance imports from the West.
Undrawn commitments are those allocated to sigred
contracts which Western suppliers have not yet ful-
filled‘(TableLl). | Offers are the porticn of credit
lines extended to the USSR which have not yet bcen
committed to particular sales contracts. The tctals
in the tables|reflect the amount of principal only.
They arxe esti%atedéfrom credit data reported by NATO
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both principal and the' future stream of intercst
payments. We do nat have adeguate information to brea
out commitments from individual countries into drawn
and undrawn commitments (Table 2). =
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©1 2.° Although fthe bSSR has made considerable use

of OffiCiallyﬁbackéa credits, the bulk of its borrowin

has: come froﬂkprivhte $ources, primarily Western
commercial banks. |/We estimate the USSR's debt not

backed by Western vfficial guarantees at $10.3 billion

at ycarend 1978. ‘Banks in the UK, France, and West

Gormany are the primary commercial lenders to the USSR
.1 Us banks == including their foreign branches -- accoun
S for;about;lo;ﬁorccnf of bank lending to the Soviets.:

and the Berne Union of Credit Insurers which incorporate
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Approbrinté ibordiﬁation haé been made within OER.
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3. A cutoff‘in Weqtern lendlng would not seem to

:552 poée severe problems to the Soviets in the short-run..
t ' The pace of Soviet orders for Western equipment has

fallen for 1p three ycars ranning reflecting, in large

.|~ measure, Soviet problems in installing already delivered
;,i_=equipment. hmoratorium on long-term government-backed

credits, if in effect for only a relatively short

~f"period of time, may have the effect of aillowing Moscow
. to:digest that equlpmcnf which it has already receivad.

Western restrictions on commercial credits would also
have limited impact since the USSR (a) has over §$5
billion in deposit in the West and (b) can meet any

f. additional cash needs by stepping up gold sales. A

freeza on Soviet assets in the West could present

Moscow with problems in paying for its grain imports.

} ! 4. ~A curtailment of offic1a1 lending would, in
any' event, prove ;difficult for Western governments.

.~ A revocation oOf credit commitments on signed contracts
- would provokeistrong opposition from the business

community. Exporters are under legal obligation to
honor the terms of signed contracts and have invested
resources -in meeting deliveries to the Soviet Union.
Unless a cutoff of Western official lending was complete,
the Soviets could probably break down a credit boycott
by allocatingilarge orders to countries willing to
provide credit. The USSR can purchase most needed
equipment from a number of suppliers and has been very

adept in the past at playing off competing exporters
and  their governments to obtain favorable credit terms.
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